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Town of Portsmouth, Rhode Island
2200 East Main Road, Portsmouth, Rl 02871

Richard Rainer, Town Administrator
Lisa Mills, Finance Director

December 27, 2018
To the Citizens of Portsmouth, Rhode Island

The Comprehensive Annual Financial Report of the Town of Portsmouth, Rhode Island for the
fiscal year ended June 30, 2018, is hereby submitted as mandated by state statute. State laws
require that all general-purpose local governments publish within six months of the close of each
fiscal year a complete set of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited in accordance with generally accepted auditing
standards by a firm of certified public accountants licensed to practice in the State of Rhode Island.

This report consists of management’s representations concerning the finances of the Town of
Portsmouth, Rhode Island. Consequently, management assumes full responsibilities for the
completeness and reliability of all of the information presented in this report. To provide a
reasonable basis for making these representations, management has established a comprehensive
internal control framework that is designed to protect the government’s accounts from loss, theft,
or misuse and to compile sufficient reliable information for the preparation of the Town’s financial
statements in conformity with GAAP. Since the cost of internal controls should not outweigh their
benefits, the Town’s comprehensive framework of internal controls has been designed to provide
reasonable, rather than absolute, assurance that the financial statements will be free from material
misstatement.

As management, | assert that, to the best of my knowledge and belief, this financial report is
complete and reliable in all material respects.

The Town of Portsmouth’s financial statements have been audited by Hague, Sahady, & Co., P.C.,
a firm of licensed certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the Town of Portsmouth for the fiscal year
ended June 30, 2018, are free of material misstatement. The independent audit involved the
following: examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statements presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unmodified opinion that the Town of Portsmouth’s financial statements for the fiscal year ended
June 30, 2018 are fairly presented in conformity with GAAP. The independent auditors’ report is
presented as the first component of the financial section of this report.



The independent audit of the financial statements of the Town of Portsmouth was part of the
broader, federal mandated “Single Audit” designed to meet the special needs of federal grantor
agencies. The standards governing Single Audit engagements require the independent auditor to
report not only on the fair presentations of the financial statements, but also on the audited
government’s internal controls and legal requirements with special emphasis on internal controls
and legal requirements involving the administration of federal awards. These reports are issued
separate of this report.

GAAP requires that management provide a narrative introduction, overview and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The Town of Portsmouth’s MD&A can be found immediately following the
report of the independent auditor.

PROFILE OF THE GOVERNMENT
General

The Town of Portsmouth, established in 1638 and incorporated as a town in 1640, had a population
of 17,389 in 2010 and is located approximately 20 miles southeast of Providence. The Town
occupies the northern portion of Aquidneck Island and is bordered by the Town of Bristol on the
north, the Town of Middletown on the south, the Town of Tiverton on the east and Narragansett
Bay on the west. The Town limits extend over an area of 59.3 miles, including a land area of 23.2
square miles and an inland water area of 36.1 square miles. Routes 138 and 114 are major
highways connecting the Town to 1-195, 1-95, Route 24 and the entire northeast corridor. Air
transportation is available at the Newport State Air Park in Middletown which provides charter air
service to all major airports in New England and New York. The state’s major airport facility is
located in the City of Warwick, approximately 30 miles from the Town. Nationwide intercity rail
passenger service is offered through AMTRAK’s Providence station. Freight transportation is
provided by railroads, local and long-distance trucking firms and bus lines. The nearby Port of
Providence provides the Town with excellent shipping facilities.

Government

The Town is governed by a seven-member Town Council, elected biannually in even years, and
an appointed Town Administrator. The Town operates under a Home Rule Charter wherein all
powers of government are vested in the elected Town Council. The Council may enact local
legislation subject only to the limitations imposed by the Charter, the State Constitution and the
General Laws. Under the Charter, the Council determines policy, enacts law and appoints the
Town Administrator.

The Town Administrator is the chief executive officer and the head of the administrative branch
of the Town government. The Town Administrator is responsible for the following: carrying out
the policies of the Town Council, overseeing the day to day operations of the Town and appointing
all other employees, except the Town Clerk (an elected position) and School District personnel.



The Town provides a full range of municipal services as follows: public safety protection, the
construction and maintenance of highways, streets and other infrastructure; recreational facilities,
planning and zoning, education and administrative services. In addition, the Town operates a solid
waste facility.

The annual budget serves as the foundation for the Town’s financial planning and control. All
departments of the Town are required to submit requests for appropriation and revenue estimates
to the Town Administrator each year. The School Committee submits the proposed school budget.

The Town Administrator uses these requests as the starting point for developing a proposed budget.
It is the responsibility of the Town Administrator to submit a proposed budget for the following
year to the Town Council on or before April 1 of each year. The Town Council holds several
budget work sessions to discuss the details of the proposed budget document. The Town Council
may revise and adopt a preliminary budget not later than 30 days after the submission of the Town
Administrator’s proposed budget. In June at a regular Town Council meeting, the Council adopts
the final Town budget by ordinance.

Within two (2) weeks of the adoption of the final Town budget, any qualified elector of the town
may circulate a petition request that a referendum be held on the final budget as approved by the
Town Council. If no petition is filed within the designated time frame, the budget is considered
adopted. If there is a petition, a referendum must be held not less than thirty-five (35) nor more
than forty-five (45) days from the certification of the signatures on the petition.

The appropriated budget is prepared by fund, major program function (e.g., public safety) and
department (e.g., police). Department heads may make a transfer of appropriation within a
department. Transfer of a major program function may be made by the Town Administrator,
provided that proper notification is given to the Town Council.

Budget to actual comparisons are provided in this report for the general fund and school
unrestricted fund on pages 111-113 and 132-133, respectively.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statement is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the Town of
Portsmouth operates.

Local Economy

Portsmouth is surrounded by water which has been the major factor in creating the Town’s
impressive history as a leader in the marine trades industry. There are 39 companies of varying
sizes located in Portsmouth engaged in marine and related services and manufacturing. The State
of Rhode Island has designated the marine industry as one of five key sectors for economic growth
in the State.

The 56-acre Portsmouth Business Park is home to a mix of light industrial manufacturing firms.
The convenient location with immediate access to Route 24 places the Park in a strategic location
for light industrial markets and labor supply. There are 23 companies located in the park.



Portsmouth’s largest employer is the Integrated Defense Systems division of Raytheon Company.
Current employment on the 150 acre campus is 1,175. This division is primarily involved in the
research, development and manufacture of sonar and other shipboard and airborne electronic
tracking systems. Excess Navy land in the Melville Marine District was approved for release to
bolster the local marine trades. in cooperation with the Town, Commerce RI (the State’s primary
economic development agency) has been working in a partnership with marine companies to
complete the transfer of the former Navy fueling facility. The prime waterfront land will be key
in stimulating expansion of the existing and new marine trades.

Pension and Other Post-Employment Benefits

Portsmouth has moved away from defined benefit type pensions. All new employees participate
in a defined contribution (401 type) plan. There are grandfathered employees who are either in a
defined benefit plan or a hybrid of defined benefit and defined contribution plans. All pension
plans are locally administered plans, except for the Teachers who participate in the State
administered plan.

In accordance with Rhode Island General Law, the Town submitted its Funding Improvement Plan
(FIP) to the Locally-Administered Pension Plans Study Commission. The plan’s funded ratio was
57.8% as of the July 1, 2018 report. It should be noted that the Town assumes a return on
investment of 6.75%, which is lower than the recommended rate of 7.50%

Portsmouth has a net OPEB liability of $21,878,757 ($18,463,934 for the Town and $3,414,823
for the School Department). The Town has established an OPEB Trust. As of the July 1, 2017
report, this trust is funded 6.6% for the Town and 0% for the School Department.

Other

Portsmouth believes in transparency and the accountability it inspires. This is the third year that
the Town’s annual audit is presented in the form of Comprehensive Annual Financial Report. The
Town has redesigned its monthly budget reports and publishes them on the Town’s website, along
with other financial data such as debt service schedules, monthly check registers and actuary
reports.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the Town and School finance departments. Credit must also be given
to the Town Council and the School Committee for their unfailing support for achieving and
maintain the highest standards of professional management of the Town of Portsmouth’s finances.

Respectfully submitted,

)

Richard A. l.la-mer Lika Mills
Town Administrator Finance Director
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Financial Section

This Section contains the Following Subsections:

Independent Auditors' Report

Management's Discussion and Analysis

Basic Financial Statements
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HAGUE, SAHADY & CO., P.C.

CERTIFIED PUBLIC ACCOUNTANTS
126 President Avenue

Fall River, MA 02720

TEL. (508) 675-7889

FAX (508) 675-7859
www.hague-sahady.com

The Honorable Members of the Town Council
Town of Portsmouth, Rhode Island

Independent Auditors’ Report

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Portsmouth,
Rhode Island as of and for the year ended June 30, 2018, and the related notes to the financial statements
which collectively comprise the Town's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of American and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also - includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

11



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Portsmouth, Rhode Island, as of June 30,
2018, and the respective changes in financial position, and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, general fund budgetary comparison information, pension related disclosure, and
other post-employment benefit related disclosure on pages 14-25 and 110-129, be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Portsmouth, Rhode Island's financial statements. The supplementary combining
financial statements, other budgetary comparison information, tax collector's annual report and Annual
Supplemental Transparency Report (MTP2) are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The supplementary combining financial statements, other budgetary comparison information, tax collector's
annual report, and Annual Supplemental Transparency Report are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the supplementary combining
financial statements, other budgetary comparison information, tax collector's annual report and Annual
Supplemental Transparency Report are fairly stated in all material respects in relation to the basic financial
statements as a whole.

12



The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 26,
2018, on our consideration of the Town of Portsmouth, Rhode Island's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town of Portsmouth,
Rhode Island's internal control over financial reporting and compliance.

/ | P i
/%(?’u’u{_, ﬁZ//’MuQa/ 3 6()) fé

Fall River, Massachusetts
December 26, 2018
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Town of Portsmouth, Rhode Island
Management Discussion & Analysis (MD&A)
For the Year Ended June 30, 2018

As management of the Town of Portsmouth, we offer the readers of the Town's financial
statements this narrative overview and analysis of the Town's financial activities for the fiscal
year ended June 30, 2018. We encourage the readers to consider the information presented
here in conjunction with the letter of transmittal on pages 2-5 of this report as well as the
Town's basic financial statements that follow this section.

Financial Highlights

» The net position of the Town decreased by $1,080,932 (or 2.1%). The governmental
net position decreased by $866,866 (or 1.7%) and the business-type net position
decreased by $214,066 (or 209.3%).

» The governmental activities revenue increased from prior year by $1,391,143 (or
2.1%) and the change in net position from governmental activities decreased from
prior year by $1,633,730. The results of governmental activities produced a decrease
in net position of $866,866 in fiscal year 2018 compared to a net position increase
of $766,864 in fiscal year 2017.

» The business-type activities revenue decreased by $133,289 (or 8.8%) and the
change in net position from business-type activities decreased from prior year by
$543,004. In fiscal year 2018, the results of business-type activities produced a
decrease in business-type net position of $214,066 compared to an increase in net
position of $328,938 in fiscal year 2017.

 Government-Wide liabilities and deferred inflows of resources of the Town of
Portsmouth exceeded its assets and deferred outflows of resources at the end of
the fiscal year ended June 30, 2018 by $51,683,095.

» The General Fund (the main operating fund) reflected on a current financial resource
basis, reported an increase in fund balance of $293,198 (or 3.2%) for fiscal year
2018 compared to a $450,107 increase in the prior year.

» The Town's total liabilities decreased by $6,423,001 from prior year. The decrease
is primarily due a decrease of $2,818,791 in OPEB liability, as well as long term
debt principal payments totaling $1,658,066. There was also a $542,756 decrease
in the State’s teacher pension liability. The majority of the remaining decrease is
due to timing for accounts payable and interfund enterprise activity.

14



Town of Portsmouth, Rhode Island
Management Discussion & Analysis (MD&A)
For the Year Ended June 30, 2018

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town’s basic financial
statements, which are comprised of three components:

e Government-wide financial statements

e Fund financial statements; and

e Notes to the financial statements

This report also contains other supplementary information in addition to the basic financial
statements themselves.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the Town’s finances in a manner similar to a private-
sector business.

The statement of net position presents information on the entire Town’s assets and deferred
outflows of resources, and liabilities and deferred inflows of resources, with the difference between
the two reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the Town is improving or deteriorating.

The statement of activities presents information showing how the Town’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (examples are, uncollected taxes and earned but unused vacation
time).

Both of the government-wide financial statements distinguish functions of the Town that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of costs through user fees
and charges (business-type activities). The governmental activities of the Town include general
government, public safety, streets and highways, education, beach and recreation. The business-
type activities of the Town include the Wind Turbine Generator fund, Transfer Station fund,
School Lunch fund and Septic System Loan Program fund.

The government-wide financial statements can be found on pages 26-29 of this report.

In the statement of activities, the operations of the Town are presented in a format that reports the
net of expenses and revenues of its individual functions — the objective being to report the relative
burden of each of the Town’s functions to the taxpayers. Revenues offsetting related functional
expenses are separated into three categories: charges for services, operating grants and
contributions, and capital grants and contributions.

15



Town of Portsmouth, Rhode Island
Management Discussion & Analysis (MD&A)
For the Year Ended June 30, 2018

Overview of the Financial Statements (continued)

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Town can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The Town maintains individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the General Fund and Town Capital Project Fund, which are considered to be major funds. Data
for the other governmental funds are combined into a single, aggregated presentation. Fund data for each of
these non-major governmental funds is provided in the form of combining statements included in the other
supplementary information.

The Town adopts an annual appropriated budget for its General Fund and School Unrestricted Fund. Budgetary
comparison statements have been provided for the General Fund and the School Department to demonstrate
compliance with this budget. These comparison statements can be found on pages 111-113 and 132-133 of
this report.

The basic governmental fund financial statements can be found on pages 30-31 of this report.

Proprietary funds. Proprietary funds are used to account for business-like activities provided to the general
public (enterprise funds) or within the government (internal service funds). These activities are financed
primarily by user charges and the measurement of financial activity focuses on net income measurement similar
to the private sector. The Town has six proprietary funds. The Transfer Station accounts for the solid waste
operations of the town. The main transfer station is located on Hedley Street. An additional transfer station is
located on Prudence Island to serve the citizens living there. The Wind Turbine Generator Fund accounts for
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Overview of the Financial Statements (continued)

activities associated with the Town owned wind turbine. During fiscal year ended June 30, 2016 the Town had
disposed of the wind turbine as it has not been in operation for years. The other proprietary funds are the
School Lunch Fund, Summer School Fund, Septic System Loan Program Fund and the Glen Farm Equestrian
Fund. The Town has no internal service funds.

The basic proprietary fund financial statements can be found on pages 35-39 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Town’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 40-41 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 42-110 of this report.

Required supplementary information. In addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information which presents schedules relating to the
Town’s pension and other postemployment benefit plans, as well as budgetary comparison schedules for the
General Fund to demonstrate compliance with their respective budgets. Required supplementary information
can be found on pages 111-130 of this report.

Required supplementary information. In addition to the basic financial statements, accompanying notes,
and required supplementary information this report also presents certain supplementary information which
presents thee budgetary comparison information for the school unrestricted fund, combining financial statement
information, tax collector’s annual report and the annual supplemental transparency report (MTP2).
Supplementary information can be found on pages 131-137 of this report.
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Government-wide Financial Analysis

Statement of Net Position
June 30, 2018 and 2017

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
Assets
Current assets $ 36574991 $ 49535022 $ 2444347 $ 2276926 $ 39019338 $ 51,811,948
Other assets 3,013,282 3,817,161 - - 3,013,282 3,817,161
Capital assets 43,344,524 39,432,572 655,725 407,138 44,000,249 39,839,710
Total assets 82,932,797 92,784,755 3,100,072 2,684,064 86,032,869 95,468,819
Deferred outflows of resources
Pension related outflows 10,888,479 11,487,156 - - 10,888,479 11,487,156
OPERB related outflows 1,894,007 2,467,338 - - 1,894,007 2,467,338
Other deferred outflows 69,653 99,504 - - 69,653 99,504
Total deferred outflows of resources 12,852,139 14,053,998 - - 12,852,139 14,053,998
Liabilities
Current liabilities 20,304,327 28,812,708 2,619,642 2,117,238 22,923,969 30,929,946
Long-term liabilities 118,394,918 122,407,380 592,204 464,534 118,987,122 122,871,914
Total liabilities 138,699,245 151,220,088 3,211,846 2,581,772 141,911,091 153,801,860
Deferred inflows of resources
Pension related inflows 5,653,475 5,879,167 - - 5,653,475 5,879,167
OPEB related inflows 3,003,537 443953 - - 3,003,537 443,953
Total deferred inflows of resources 8,657,012 6,323,120 - - 8,657,012 6,323,120
Net Position
Net investment in capital assets 18,492,317 12,808,535 287,681 246,923 18,779,998 13,055,458
Restricted 9,539,508 13,224,782 182,330 135,043 9,721,838 13,359,825
Unrestricted (79,603,146) (76,737,772) (581,785) (279,674) (80,184,931) (77,017,446)

Total net position $ (51571321) $ (50,704455) $ (111,774) $ 102292  $ (51683095) $ (50,602,163)
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Government-wide Financial Analysis (continued)

As noted earlier, net position may serve over time as a useful indicator of a government's financial
position. In the case of the Town of Portsmouth, the net position is $(51,683,095) as of June 30, 2018
consisting of $(51,571,321) from governmental activities and $(111,774) from business-type activities.
For the fiscal year ended June 30, 2018 $(80,184,931) of the total $(51,683,095) in the net position is
unrestricted.

Net investment in capital assets comprises $18,779,998 of net position at June 30, 2018, respectively. This
category reflects the total invested in capital assets (vehicles, equipment, etc.) net of any related debt used
to acquire capital assets. These capital assets are used to provide services to citizens and do not represent
resources available for future spending. Although the Town's investment in its capital assets is reported
net of related debt, it should be noted that the resources to repay this debt must be provided from other
sources since the capital asset cannot be used to liquidate these liabilities.

The second category of net position, restricted net position, represents net position that is subject to
external restriction on how it may be used (i.e., special revenue funds, capital project funds and recycling).
Restricted net position as of June 30, 2018 totaled $9,721,838.

The current and other assets are $47,500,388 at June 30, 2018. Of that balance $45,056,041 is from
governmental activities and $2,444,347 is from business-type activities. The total current and other assets
consist of the following: $18,245,307 of cash and cash equivalents, restricted cash held in escrow and
investments, $1,504,425 of property tax receivable, $538,417 of ambulance receivables, $741,626 of
receivable due from federal and state governments, $21,782,989 of interfund receivables, $3,013,282 of
net pension asset and $1,674,342 of other assets.

The current liabilities are $28,391,737 at the end of fiscal year 2018. Of that balance, $25,772,095 is from
governmental activities and $2,619,642 is from business-type activities. The total current liabilities
consist of $3,558,499 of short term payables, $3,050,249 of short term payables related to borrowing, and
$21,782,989 of interfund liabilities.

The long-term liabilities are $118,987,122 at June 30, 2018. Of that balance $118,394,918 is from
governmental activities and $592,204 is from business-type activities. The total long-term liabilities
consist of $1,608,291 of accrued compensated absences, $21,878,757 of net OPEB liability, $72,639,920
of net pension liability and $22,860,154 of net long-term liabilities.
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Government-wide Financial Analysis (continued)

Revenues
Program Revenues:
Charges for service
Operating grants & contributions
Capital grants & contributions
General Revenues:
Property taxes
State aid to town
Other revenue
Earnings on invesments

Total revenues

Expenses
General government
Public safety
Public services
Education
Community services
Interest on debt
School cafeteria fund
Transfer station
Summer school
Septic system loan program
Glen manor equestrian

Total expenses

Excess(deficiency) in net assets
before transfers

Transfers in (out)
Change in net position
Net position, July 1,

Net position, June 30

Statement of Activities

Governmental Business-Type
Activities Activities Total

2018 2017 2018 2017 2018 2017
$ 5421252 % 5023335 $ 1,179,304 $ 1206416 $ 6600556 $ 6,229,751
8,142,481 9,035,994 218,628 331,602 8,361,109 9,367,596
11,021 - - - 11,021 -
52,466,837 51,008411 - - 52,466,837 51,008,411
1,682,968 1,316,242 - - 1,682,968 1,316,242
48,410 61,917 - - 48,410 61,917
103,984 39,911 (10,461) (17,258) 93,523 22,653
67,876,953 66,485,810 1,387,471 1,520,760 69,264,424 68,006,570
7,402,421 5,631,833 - - 7,402,421 5,631,833
12,902,054 13,531,332 - - 12,902,054 13,531,332
4242174 3,384,612 - - 4242174 3,384,612
42,132,819 40,978,207 - - 42,132,819 40,978,207
1,164,372 1,297,889 - - 1,164,372 1,297,889
838,661 640,732 - - 838,661 640,732
- - 728,816 752,768 728,816 752,768
- - 924,230 682,031 924,230 682,031
- - - 10,470 - 10,470
- - 743 894 743 894
- - 9,066 - 9,066 -
68,682,501 65,464,605 1,662,855 1,446,163 70,345,356 66,910,768
(805,548) 1,021,205 (275,384) 74,597 (1,080,932) 1,095,802
(61,318) (254,341) 61,318 254,341 - -
(866,366) 766,864 (214,066) 328,938 (1,080,932) 1,095,802
(50,704,455) (51,471,319) 102,292 (226,646)  (50,602,163)  (51,697,965)
$ (61571,321) $ (50,704455) $  (111,774) $ 102,292  $(51,683,095) $(50,602,163)
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Government-wide Financial Analysis (continued)

General revenues include all revenues not required to be reported as program revenues. The totals of
general revenues in the governmental activities for the fiscal year 2018 and 2017 were $54,302,199
and $52,426,481, respectively. Included in these totals were $52,466,837 and $51,008,411 of
property taxes for the years ended June 30, 2018 and 2017, respectively. There is immaterial general
revenue in the business-type activities as it should be program/function specific.

Expenses are presented by function and total $70,345,356 and $66,910,768 for the years ended June
30, 2018 and 2017, respectively. In fiscal years 2018 and 2017, expenses in the governmental
activities were $68,682,501 and $65,464,605, respectively. In fiscal years 2018 and 2017, the
business-type activities, expenses were $1,662,855 and $1,446,163, respectively.

Changes in governmental net position were a decrease of $866,866 and an increase of $766,864 in
fiscal years 2018 and 2017, respectively. Changes in the business type net position were a decrease
of $214,066 and an increase of $328,938 in fiscal years 2018 and 2017, respectively.

Financial Analysis of the Town of Portsmouth's Funds

As noted earlier, the Town of Portsmouth uses fund accounting to ensure and demonstrate
compliance with finance related legal requirements.

Governmental Funds - The focus of the Town of Portsmouth governmental funds is to provide
information on near-term inflows, outflows and balances of spendable resources. Such information
is useful in assessing the Town's financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government's net resources available for spending at the end of the
fiscal year.

At the end of the current fiscal year, the Town's governmental funds reported a combined ending
fund balance of $17,958,917. Approximately 33.3% or $5,987,290 is available from the Town's fund
balance for spending at the government's discretion. The remaining fund balance of $11,971,627
includes $982,055 non-spendable for prepaid items, inventory and permanent funds, $9,539,508
restricted to specific programs and $1,450,064 committed and assigned.

The General Fund is the chief operation fund of the Town of Portsmouth. At the end of the current
fiscal year, unassigned fund balance of the General Fund was $7,317,622, while the total fund balance
of the General Fund was $9,204,793. As a measure of the General Fund's liquidity, it may be useful
to compare both the unassigned fund balance and total fund balance to the total General Fund
budgeted expenditures. Unassigned fund balance represents 12.8% of the FY 2018 Adopted General
Fund Expenditure Budget. Total fund balance represents 16.0% of the same budget.
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Financial Analysis of the Town of Portsmouth's Funds (continued)

The $3,614,498 current fiscal year decrease in fund balance (including $4,898,458 of capital
expenditures) of the Town's Capital Project Fund (one of major governmental funds) is due to capital
expenditures related to a fiscal 2017 bond issuance.

The School Unrestricted fund, which is a portion of the general fund had ending fund balance of
$1,458,313, which includes a committed fund balance of $928,995 at June 30, 2018. The committed fund
balance represents 2.4% of total School Department expenditures of $39,526,953. The School Unrestricted
fund balance decreased by $234,176 during the fiscal year ended June 30, 2018. The excess of expenditures
over revenue is primarily due to the timing of State reimbursements.

The Town is reporting one of its capital projects funds as a major fund in fiscal year 2018. This major
fund began fiscal year 2018 with a fund balance of $10,716,755. The fund recognized $4,898,458 worth
of capital outlay expenditures in 2018, net of proceeds from capital leases of $388,580 and transfers in of
$895,230 ultimately reducing fund balance by $3,614,498. This fund reported a fund balance at year end
of $7,102,257, all of which is classified as restricted for capital expenditures.

The Other Governmental Funds had a total fund balance of $1,651,867, which represents a $357,918
decrease in fund balance during the fiscal year ended June 30, 2018. The decrease in fund balance is
primarily due to the excess of expenditures over revenue in the in the Town Capital Projects funds of
$643,543 and excess of expenditures over revenue in the Town Special Revenue funds of $477,924 ($325,000
transferred to the general fund to cover school impact fee debt principal and interest payments) offset by excess
of revenues over expenditures in the School Capital Projects funds of $885,683 (Phase 2 increase of $931,400
due to transfers from the School Unrestricted fund and various other special revenue and capital project funds,
net of related capital costs).

Proprietary funds. The Town’s proprietary fund financial statements provide the same type of information
found in the government-wide financial statements, but in more detail.

Net position of the School Cafeteria Fund at June 30, 2018 amounted to $199,467, of which $114,620 is
unrestricted. Transfer Station Fund net position amounted to $36,400, of which $(166,434) is unrestricted.
Wind Turbine Generator Fund net position amounted to $(387,418), of which $(387,418) is unrestricted.
Summer School net position amounted to $(234), of which $(234) is unrestricted. Septic System Loan
Program Fund net position amounted to $26,577, of which $(155,753) is unrestricted. Glen Farm
Equestrian Fund net position amounted to $13,434, of which $13,434 is unrestricted. The total growth in
net position for each of the six funds was $1,606, $(278,446), $0, $0, $53,840 and $8,934, respectively.
Other factors concerning the finances of these six funds have already been addressed in the discussion of
the Town’s business-type activities.
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Town General Fund Budgetary Highlights

Overall, the Town of Portsmouth, Rhode Island finished the 2017-2018 fiscal year with a budgetary
surplus of $527,374.

General Fund Revenue Factors:
» Lower than budgeted tax revenue (including prior year collections) of $94,339 — this is under
budget by .18%;
« Favorable motor vehicle excise of $217,477;
» Favorable fees and license revenue of $272,728 primarily related to favorable clerk fees of
$144,457 and favorable building inspection fees of $131,399; and,
« Lower than budgeted school housing aid of $94,276.

Expenditure Factors:
« Human resource related expenditures were over budget by $402,139 due to OPEB expenditures
and unanticipated sick and vacation time payouts;
« Lower than budgeted public works and snow and road expenditures of $210,214;
« Lower than budgeted police expenditures of $264,209; and,
« Higher than budgeted fire expenditures of $161,578.

School Department Unrestricted Fund Budgetary Highlights

Overall, the Portsmouth School Department finished the 2017-2018 fiscal year with a budgetary surplus
of $553,305.

Major General Fund Revenue Factors:
* Increase of $449,202 in current year appropriation for increased operating costs and to replace lost
state aid due to the implementation of the new funding formula;
» Actual tuition revenue exceeded budgeted amount by $120,161; and,
« Impact aid revenue exceeded budgeted amount by $66,634

Major Expenditure Factors:
» Budgeted salaries and benefits exceeding actual by $222,560
» Budgeted purchased services exceeding actual by $126,749, including $70,223 of tuition to other

districts in the State
» Actual capital outlay exceeding budget by $85,278
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Capital Assets and Debt Administration

Capital Assets -The Town of Portsmouth's capital assets for its government and business-type activities
as of June 30, 2018 amount to $44,000,249 (net of accumulated depreciation). This investment in capital
assets includes land, buildings, improvements, machinery and equipment, park and recreation facilities,
infrastructure and construction in progress. Additional information on the Town of Portsmouth's capital
assets can be found in Note 4 (pages 68-69) to the financial statements.

TOWN OF PORTSMOUTH'S CAPITAL ASSETS AT YEAR END
NET OF ACCUMULATED DEPRECIATION

Governmental Activities Business-Type Activities Total
2018 2017 2018 2017 2018 2017

Land and land easements $ 6175279 $ 6175279 $ 37251 $ 37251 $ 6212530 $ 6,212,530
Construction in progress 3,922,054 245,864 - - 3,922,054 245,864
Land improvements, net 484,523 548,591 - - 484,523 548,591
Building & improvements, net 13,982,201 13,711,202 417,912 201,830 14,400,113 13,913,032
Machinery and equipment, net 3,946,072 3,964,298 200,562 168,057 4,146,634 4,132,355
Infrastructure, net 12,524,089 12,520,266 - - 12,524,089 12,520,266
Vehicles, net 2,310,306 2,267,072 - - 2,310,306 2,267,072

Total $ 43344524 $ 39432572 $ 655725 $ 407,138 $ 44,000,249 $ 39,839,710

Debt Administration - At the end of the current fiscal year, the Town of Portsmouth had total bonded
debt outstanding of $24,208,975 and capital leases outstanding of $1,405,929, entirely backed by the full
faith and credit of the Town. Additional information on the Town of Portsmouth's debt obligations can
be found in Note 7 (pages 70-71) to the financial statements.

TOWN OF PORTSMOUTH'S OUTSTANDING DEBT AT YEAR END

BONDS, LOANS AND CAPITALIZED LEASES PAYABLE

Governmental Activities Business-Type Activities Total
2018 2017 2018 2017 2018 2017

Bonds and notes payable $ 23744440 $ 25475364 $ 464535 $ 529468 $24208975 $ 26,004,832
Capital leases 1,177,420 978,110 228,509 - 1,405,929 978,110

Total $ 24921860 $ 26453474 $ 693044 $ 529468 $25614904 $ 26,982,942
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Capital Asset and Debt Administration (continued)

State statutes limit the amount of general obligation bonded debt a town can issue to 3 percent
of net assessed property values. The Town of Portsmouth has a policy that places the limit at
2 percent of net assessed property values and the ratio of annual debt service payments shall
not exceed 15% of the operating budget's expenditures. Bonds approved by the State enabling
legislation and voter referendums are exempt from the limit. As of June 30, 2018, the Town
had a debt limit of $101,000,882 at the State level and $67,333,921 at a local level.

In October of 2015 the Town of Portsmouth was rated as part of a bond offering. Standard
and Poor's rated the Town of Portsmouth at AAA, the highest rating. Moody's Investors
Services rated the Town at Aa2.

Economic Factors

The Town of Portsmouth’s total proposed General Fund budget for fiscal year 2019 amounts to
$63,253,183, which reflects an increase of 2.24% over the fiscal 2018 budget. Of the Town’s
$63,253,183 budget, $37,036,296 or 58.55% is budgeted for the Portsmouth Public Schools. The
Town is budgeted to receive $4,190,058 or 6.62% from the State of Rhode Island for aid for
Education.

The Town’s tax rate for fiscal year 2019 is $15.97 per thousand vs $15.42 per thousand in fiscal
year 2018.

Requests for Information

This financial report is designed to provide a general overview of the Town of Portsmouth’s
finances for all those with an interest in the government’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to the Office of the Finance Director, 2200 East Main Road, Portsmouth, Rl 02871.
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Statement of Net Position

June 30, 2018

ASSETS

Cash and cash equivalents
Restricted cash
Investments
Receivables, net
Personal property taxes
User charges
Intergovernmental
Departmental and other
Due from other funds
Prepaid expenses
Inventory
Net pension asset
Capital assets:

Nondepreciable assets
Depreciable assets, net

Total capital assets

Total assets

Primary Government

DEFERRED OUTFLOWS OF RESOURCES

Pension related outflows
OPEB related outflows
Loss on debt refunding

Total assets and deferred outflows of resources

The accompanying notes are an integral part of this statement

Governmental Business-Type
Activities Activities Total
$ 9,164,261 $ 3,695 $ 9,167,956
- 182,330 182,330
8,895,021 - 8,895,021
1,504,425 - 1,504,425
538,417 142,357 680,774
698,958 42,668 741,626
688,430 4437 692,867
14,267,057 2,048,164 16,315,221
747,981 - 747,981
70,441 20,696 91,137
3,013,282 - 3,013,282
10,097,333 37,251 10,134,584
33,247,191 618,474 33,865,665
43,344,524 655,725 44,000,249
82,932,797 3,100,072 86,032,869
10,888,479 - 10,888,479
1,894,007 - 1,894,007
69,653 - 69,653
$ 95,784,936 $ 3,100,072 $ 98,885,008
Continued
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LIABILITIES

Accounts payable and accrued expenses
Other liabilities

Accrued interest

Due to other funds

Current portion of capital leases

Current portion of bonds and notes payable
Current portion of compensated absences

Portion due or payable in more than one year:
Capital leases
Bonds and notes payable
Compensated absences
Net other post-employment benefit liability
Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Pension related inflows
OPEB related inflows

Total deferred inflows of resources

NET POSITION

Net investment in capital assets

Restricted for general government

Restricted for public safety programs
Restricted for educational purposes

Restricted for public works and social services
Restricted for community services

Restricted for capital projects

Restricted for septic system
Unrestricted

Total net position

Total liabilities, deferred inflows or resources
and net position

Primary Government

Governmental Business-Type
Activities Activities Total
$ 2778367 % 53968 $ 2,832,335
484,032 - 484,032
292,455 3,044 295,499
13,853,431 2,461,790 16,315,221
445,986 35,906 481,892
2,207,924 64,934 2,272,858
242,132 - 242,132
731,434 192,603 924,037
21,536,516 399,601 21,936,117
1,608,291 - 1,608,291
21,878,757 - 21,878,757
72,639,920 - 72,639,920
138,699,245 3,211,846 141,911,091
5,653,475 - 5,653,475
3,003,537 - 3,003,537
8,657,012 - 8,657,012
18,492,317 287,681 18,779,998
290,730 - 290,730
151,553 - 151,553
283973 - 283973
42,454 - 42,454
4,588 - 4,588
8,766,210 - 8,766,210
- 182,330 182,330
(79,603,146) (581,785) (80,184,931)
(51,571,321) (111,774) (51,683,095)
$ 05784936 $ 3,100,072 % 98,885,008

The accompanying notes are an integral part of this statement
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Net (Expense) Revenue and Changes in Net Position

Program Revenues Primary Government
Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total

Governmental Activities

General government $ 7402421 $ 1,301,265 $ 18,425 $ - $ (6082731 $ -3 (6,082,731)

Public safety 12,902,054 1,296,168 146,036 - (11,459,850) - (11,459,850)

Public services 4,242,174 1,312,384 20,693 - (2,909,097) - (2,909,097)

Education 42,132,819 1,457,114 7,843,474 11,021 (32,821,210) - (32,821,210)

Community services 1,164,372 54,321 113,853 - (996,198) - (996,198)

Interest on debt 838,661 - - - (838,661) - (838,661)
Total governme ntal activities 68,682,501 5,421,252 8,142,481 11,021 (55,107,747) - (55,107,747)
Business-Type Activities

School cafeteria fund 728,816 505,390 218,628 - - (4,798) (4,798)

Transfer station 924,230 649,039 - - - (275,191) (275,191)

Wind turbine generator fund - - - - - - -

Summer school - - - - - - -

Septic system loan program 743 6,875 - - - 6,132 6,132

Glen manor equestrian 9,066 18,000 - - - 8,934 8,934
Total business-type activities 1,662,855 1,179,304 218,628 - - (264,923) (264,923)
Total Town of Portsmouth $ 70345356 $ 6600556 @ $ 8,361,109 $ 11021  $ (55107,747) $ (264,923) $  (55372,670)

The accompanying notes are an integral part of this statement
Continued
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General revenues
Real estate and personal property, net of reserve for abatements
Hotels and meals tax
Telephone tax
Earnings on invesments
State aid to town
Group home aid
Medicaid
Miscellaneous

Total general revenues

Contributions, special items, extraordinary items and transfers
Transfers in (out)
Total general revenues, special items, and transfers

Changes in net position
Net position - July 1, 2017
Net position - June 30, 2018

Primary Government

Governmental Business-Type
Activities Activities Total

$ 52,466,837 $ $ 52,466,837
288,994 288,994
228,990 - 228,990
103,984 (10,461) 93,523
302,146 - 302,146
590,830 590,830
272,008 272,008
48,410 48,410
54,302,199 (10,461) 54,291,738

(61,318) 61,318
54,240,881 50,857 54,291,738
(866,366) (214,066) (1,080,932)
(50,704,455) 102,292 (50,602,163)
$ (51,571,321) § (111,774) '$ (51,683,095)

The accompanying notes are an integral part of this statement
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Governmental Funds
Balance Sheet
June 30, 2018

Town of Portsmouth, Rhode Island

Assets

Cash and cash equivalents

Investments

Receivables:
Property taxes, net
Intergovernmental
Ambulance receivable
Other

Due from other funds

Inventory

Prepaid items

Total assets

Deferred outflows of resources
None

Total assets and deferred outflows of resources

Liabilities
Accounts payable and accrued expenses
Due to federal and state government
Unearned revenue
Other liabilities
Due to other funds

Total liabilities

Deferred inflows of resources
Unavailable property tax revenue
Unavailable ambulance revenue

Total deferred inflows of resources

Fund balance
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balance

Total liabilities, deferred inflows of resources,
and fund balance

Major Fund Non-Major Total
General Town Capital Governmental Governmental

Fund Project Fund Funds Funds
$ 8377676 $ 6,275 $ 780,310 $ 9,164,261
8,895,021 - - 8,895,021
1,504,425 - - 1,504,425
218,991 - 479,967 698,958
538,417 - - 538,417
684,946 - 3,484 688,430
4,246,700 7,095,982 2,924,375 14,267,057
70,441 - - 70,441
747,981 - - 747,981
25,284,598 7,102,257 4,188,136 36,574,991
$ 25,284,598 $ 7,102,257 $ 4,188,136 $ 36,574,991
$ 2625819 $ - $ 152,548 $ 2,778,367
466,808 - 1,864 468,672
15,360 - - 15,360
11,471,574 - 2,381,857 13,853,431
14,579,561 - 2,536,269 17,115,830
961,827 - - 961,827
538,417 - - 538,417
1,500,244 - - 1,500,244
818,422 - 163,633 982,055
- 7,102,257 2,437,251 9,539,508
928,995 - 381,315 1,310,310
139,754 - - 139,754
7,317,622 - (1,330,332) 5,987,290
9,204,793 7,102,257 1,651,867 17,958,917
$ 25,284,598 $ 7,102,257 $ 4,188,136 $ 36,574,991

The accompanying notes are an integral part of this statement



Town of Portsmouth, Rhode Island

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2018

Revenues
General property taxes and interest
State aid and grants
Licenses, permits, and fees
Charges for services
Investment income
Other revenue
State contribution to pension plan

Total revenues

Expenditures
General government
Public safety
Public works
Public and social services
Parks and recreation
Education
Capital outlay
Debt service
Principal
Interest

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses)
Proceeds from capital leases
Transfers in
Transfers out

Other financing sources (uses)

Excess of revenue and other sources over
expenditures and other uses

Fund balance, July 1, 2017

Fund balance, June 30, 2018

Major Fund Non-Major Total
General Town Capital Governmental Governmental

Fund Project Fund Funds Funds
$ 52,587,567 $ - $ - $ 52,587,567
6,638,267 - 1,308,776 7,947,043
2,721,235 - - 2,721,235
1,468,625 - 1,107,382 2,576,007
101,093 - 2,891 103,984
62,656 150 77,423 140,229
1,762,755 - - 1,762,755
65,342,198 150 2,496,472 67,838,820
4,816,259 - 216,877 5,033,136
12,157,934 - 228,062 12,385,996
3,291,791 - 198,000 3,489,791
807,708 - 179 807,887
218,353 - 14,691 233,044
39,526,953 - 1,158,825 40,685,778
- 4,898,458 2,105,214 7,003,672
1,658,067 - - 1,658,067
816,273 - - 816,273
63,293,338 4,898,458 3,921,848 72,113,644
2,048,860 (4,898,308) (1,425,376) (4,274,824)
- 388,580 268,344 656,924
355,171 895,230 1,686,851 2,937,252
(2,110,833) - (887,737) (2,998,570)
(1,755,662) 1,283,810 1,067,458 595,606
293,198 (3,614,498) (357,918) (3,679,218)
8,911,595 10,716,755 2,009,785 21,638,135
$ 9,204,793 $ 7,102,257 $ 1,651,867 $ 17,958,917

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island

Reconciliation of the Governmental Funds Balance Sheet Total
Fund Balances to the Statement of Net Position

June 30, 2018

Total governmental fund balances $

Assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.
Capital assets, net
TSB net pension asset

Other deferred tax are not available to pay for current-period
expenditures and, therefore, are deferred inflows of resources in the funds.

Other long-term assets related to net pension and OPEB activity and therefore, are
deferred inflows of resources in the funds.
Pension related inflows
OPEB related inflows

Other long-term liabilities related to net pension and OPEB activity and therefore,
are deferred outflows of resources in the funds.
Pension related outflows
OPEB related outflows

Long term asset relating to bond refunding amortized over
the life of the bond.

In the statement of activities, interest is accrued on outstanding
long-term debt whereas in governmental funds interest is not
reported until due.

Long-term liabilities are not due and payable in the current period
and, therefore are not reported in the governmental funds.
Bonds and notes payable
Capital leases
Compensated absences
Other postemployment benefits
Town net pension liability
ERS net pension liability

Net position of governmental activities $

The accompanying notes are an integral part of this statement

17,958,917

43,344,524
3,013,282

1,500,244

(5,653,475)
(3,003,537)

10,888,479
1,894,007

69,653

(292,455)

(23,744,440)
(1,177,420)
(1,850,423)

(21,878,757)

(41,356,178)

(31,283,742)

(51,571,321)
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Town of Portsmouth, Rhode Island
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
And Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2018

Net change in fund balances - total governmental funds $ (3,679,218)

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period. 3,911,952

Rewvenues in the Statement of Activities that do not provide current financial

resources are fully deferred in the Statement of Revenues, Expenditures and

Changes in Fund Balances. Therefore, the recognition of revenue for various

types of accounts receivable (i.e., real estate and personal property, motor

wvehicle excise, etc.) differ between the two statements. This amount represents

the net change in deferred inflows of resources.
Deferred taxes (120,730)
Deferred ambulance revenue 109,581

The issuance of long-term debt (e.g., bonds and leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-
term debt consumes the financial resources of governmental funds. Neither
transaction, however, has any effect on net position. Also, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items when
debt is first issued, whereas these amounts are deferred and amortized in the
Statement of Activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Debt principal payments 1,658,066
Bond premium amortized 72,858
Capital lease proceeds (656,924)
Capital lease payments 457,614

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures

And Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2018

Bond refunding for long term debt are amortized over the course of the payable
but are not reported as an expenditure on governmental fund statements

In the Statement of Activities, interest is accrued on outstanding long-term debt,
whereas in governmental funds interest, is not reported until due.

Some expenses reported in the Statement of Activities, such as compensated absences,
do not require the current financial resources, and therefore, are not reported as
expenditures in the governmental funds.

The other postemployment benefit expense reported in the Statement of Activities
requires the use of current financial resources and is not reported as an
expenditure in the governmental funds.

Change in OPEB related outflows
Change in OPEB related inflows
Change in net OPEB liability

The net pension asset / liability expense reported in the Statement of Activities
requires the use of current financial resources and is not reported as an
expenditure in the governmental funds.

Change in net pension asset
Change in pension related outflows
Change in pension related inflows
Change in net pension liability

Change in net position of governmental activities

The accompanying notes are an integral part of this statement

(29,851)

(22,388)

(95,612)

(573,331)
(2,559,584)
2,818,791

542,756
(598,677)
225,692

(2,327,861)

$

(866,866)
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Town of Portsmouth, Rhode Island

Enterprise Funds

Statement of Net Position

June 30, 2018

Assets
Current assets
Cash and cash equivalents
Restricted cash
Receivables, net:
User fees, less allowance for doubtful accounts
Intergovernmental
Other
Due from other funds
Inventory

Total current assets

Non-current assets
Nondepreciable
Depreciable, net

Total non-current assets

Total assets

Deferred outflows of resources
None

Total assets and deferred outflows of resources

School Transfer Wind Turbine Summer Septic System GlenFarm

Cafeteria Fund Station Generator Fund School Loan Program Equestrian Total
$ 36% § $ $ $ - 3 $ 3,695
- 182,330 182,330
- 135,696 6,661 142,357
42,668 - - 42,668
- 4,437 - 4,437
2,003,331 - 35,899 8,034 2,048,164
20,696 - - 20,696
2,070,390 4,437 353,925 15,595 2,444 347
- 37,251 37,251
84,847 533,627 618,474
84,847 570,878 655,725
2,155,237 575,315 353,925 15,595 3,100,072
$§ 2155237 § 575315 § - 3 $ 353925 § 15595  § 300,072

The accompanying notes are an integral part of this statement

Continued
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Town of Portsmouth, Rhode Island
Enterprise Funds
Statement of Net Position
June 30, 2018

Liabilities
Current liabilities:

Accounts payable and accrued expenses

Accrued interest payable

Due to other funds

Current portion of lease payable
Current portion of bonds payable

Total current liabilities

Non-current liabilities:
Lease payable
Bonds payable

Total non-current liabilities
Total liabilities

Deferred inflows of resources
None

Net position

Net investment in capital assets
Restricted for septic system program
Unrestricted

Total net position

School Transfer Wind Turbine Summer Septic System GlenFarm
Cafeteria Fund Station Generator Fund School Loan Program Equestrian Total
$ 51807 § - 3 -8 $ - 2161 $ 53,968
- 696 - - 2,348 3,044
1,903,963 170,175 387,418 234 - 2,461,790
- 35,906 - - - 35,906
19,934 45,000 64,934
1,955,770 226,711 387418 234 47,348 2,161 2,619,642
192,603 - 192,603
119,601 280,000 399,601
312,204 280,000 592,204
1,955,770 538,915 387418 234 327,348 2,161 3,211,846
84,847 202,834 - 287,681
- - - - 182,330 182,330
114,620 (166,434) (387,418) (234) (155,753) 13,434 (581,785)
$ 199467 $ 36400 §  (387418) § (234) % 26577 $§ 13434 § (111774)

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island
Enterprise Funds
Statement Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2018

Operating revenues
Charges for services
Intergovernmental

Total operating revenues

Operating expenses
Cafeteria operations

Transfer station expenses
Septic system loan program
Glen farm equestrian
Depreciation and amorization

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses)
Interest income (expense)

Income (loss) before transfers

Transfers
Transfers in

Total transfers
Change in net position

Net position, July 1, 2017

Net position, June 30, 2018

School Transfer Wind Turbine Summer Septic System GlenFarm

Cafeteria Fund Station Generator Fund School Loan Program Equestrian Total
$ 505390 $ 649,039 $ -3 - $ 6875 $ 18,000 $ 1,179,304
218,628 - - - - - 218,628
724,018 649,039 - - 6,875 18,000 1,397,932
721,650 - - - - - 721,650
- 903,231 - - - - 903,231
- - - - 743 - 743
- - - - - 9,066 9,066
7,166 20,999 - - - - 28,165
728,816 924,230 - - 743 9,066 1,662,855
(4,798) (275,191) - - 6,132 8,934 (264,923)
10 (3,255) - - (7,216) - (10,461)
(4,788) (278,446) - - (1,084) 8,934 (275,384)
6,394 - - - 54,924 - 61,318
6,394 - - - 54,924 - 61,318
1,606 (278,446) - - 53,840 8,934 (214,066)
197,861 314,846 (387,418) (234) (27,263) 4,500 102,292
$ 199467 $ 36400 $ (387,418) $ (234) % 26577  $ 13434  $  (111,774)

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island
Enterprise Funds
Statement of Cash Flows
For the Year Ended June 30, 2018

Cash flows from operating activities:
Cash received from customers
Cash received from government
Payments to suppliers and employees
Net cash provided (used) by operating activities
Cash flows from noncapital financing activities:

Cash received from other funds

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Purchases and construction of capital assets
Proceeds from lease activity
Principal paid on capital debt
Interest paid on capital debt
Proceeds from other funds
Net cash used by capital and related financing activities

Cash flows from investing activities:
Interest income

Net cash used by investing activities
Net increase in cash and cash equivalents
Balances-beginning of the year
Balances-end of the year

Displayed as:

Cash and cash equivalents

School Transfer Wind Turbine Summer Septic System Glen Farm

Cafeteria Fund Station Generator Fund School Loan Program Equestrian Total
$ 505,390 $ 649,114 $ - $ - $ 48,030 $ 17,469 $ 1,220,003
214,507 - - - - - 214,507
(712,936) (954,224) - - (743) (8,535) (1,676,438)
6,961 (305,110) - - 47,287 8,934 (241,928)
(29,723) 332,157 - - - (8,934) 293,500
(29,723) 332,157 - - - (8,934) 293,500
(48,243) (232,317) - - - - (280,560)
- 228,509 - - - - 228,509
- (19,933) - - (45,000) - (64,933)
- (3,306) - - (9,924) - (13,230)
6,394 - - - 54,924 - 61,318
(41,849) (27,047) - - - - (68,896)
10 - - - - - 10
10 - - - - - 10
(64,601) - - - 47,287 - (17,314)
68,296 - - - 135,043 - 203,339
$ 3,695 $ - $ - $ - $ 182,330 $ - $ 186,025
$ 3,695 $ - $ - $ - $ 182,330 $ - $ 186,025

The accompanying notes are an integral part of this statement
Continued
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Town of Portsmouth, Rhode Island
Enterprise Funds
Statement of Cash Flows
For the Year Ended June 30, 2018

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Depreciation expense
Change in assets and liabilities:
(Increase) decrease in user charges receivables, net
(Increase) decrease in intergovernmental receivable
(Increase) decrease in inventory
Increase (decrease) in accounts payable

Net cash provided (used) by operating activities

School Transfer Wind Turbine Summer Septic System GlenFarm
Cafeteria Fund Station Generator Fund School Loan Program Equestrian Total
$ (4798) & (275191) § -8 - § 6132 § 8934 § (264923)
7,166 20,999 28,165
- 75 - - 41,155 (531) 40,699
(4,121) - - (4121)
4813 4813
3,901 (50,993) 531 (46,561)
$ 6961 § (305110) $ -3 - § 47287 $ 8934 § (241,928)

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island
Fiduciary Funds
Statement of Fiduciary Net Position
June 30, 2018

Employee
Benefit

Trust Funds Agency Funds
Assets
Cash and cash equivalents $ 1,087,764 $ 680,270
Investments, at fair value 56,938,827 -
Accounts receivable - 240,913
Total assets 58,026,591 921,183
Deferred outflows of resources
None - -
Total assets and deferred outflows of resources $  58,026591 $ 921,183
Liabilities
Accounts payable $ - $ -
Deposits held - 921,183
Total liabilities - 921,183
Deferred inflows of resources
None - -
Net Position
Restricted for pension 56,716,068 -
Restricted for OPEB 1,310,523 -
Total net position 58,026,591 -
Total liabilities and net position $ 58026591 $ 921,183

The accompanying notes are an integral part of this statement
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Town of Portsmouth, Rhode Island
Fiduciary Funds
Statement of Changes in Fiduciary Net Position
For the Year Ended June 30, 2018

Employee
Benefit
Trust Funds
Additions
Employer contributions $ 5,391,801
Plan member contributions 355,357
Net investment income 3,999,091
Total additions 9,746,249
Deductions
Benefits paid 5,695,049
Administrative expenses 78,459
Total deductions 5,773,508
Changes in fund equity held in trust
for individuals, organizations, and
other governments 3,972,741
Net position, July 1, 2017 54,053,850
Net position, June 30, 2018 $ 58,026,591

The accompanying notes are an integral part of this statement



Town of Portsmouth, Rhode Island

Notes to Financial Statements
For the Year Ended June 30, 2018

Summary of significant accounting policies:

The basic financial statements of the Town of Portsmouth, Rhode Island (the Town) have
been prepared in conformity with accounting principles generally accepted in the United
States of America applicable to governmental entities (U.S. GAAP). In certain instances,
summaries of the Town’s significant accounting policies have been presented throughout the
notes to the basic financial statements in conjunction with other disclosures to which they
relate. Certain immaterial differences in the accompanying financial statements may exist
due to rounding.

Financial reporting entity:

Portsmouth was established in 1638 and incorporated as a Town in 1640. The Town of
Portsmouth (the Town) is governed largely under the 1958 Home Rule Charter, which
provides for a Council- Administrator form of government. The Town provides various
services including education, solid waste disposal, public safety (police and fire), public
works, (engineering, highway, recycling, public buildings, parks and recreation), social
services and general government services.

As a general rule, the effect of inter-fund activity has been eliminated from the
Government-wide financial statements.

Reporting Entity

In evaluating how to define the government for financial reporting purposes,
management has considered all potential component units. The decision to include a
potential component unit in the reporting entity was made by applying the criteria set
forth in Governmental Accounting Standards Board (GASB) Statement No. 61, The
Financial Reporting entity: Omnibus an amendment of GASB Statements No. 14 and No.
34. Under GASB Statement No. 61, a legally separate entity is required to be included as
a component unit if it is fiscally dependent upon the primary government and there is a
financial benefit or burden relationship present. The primary government is financially
accountable if it appoints the voting majority of the organization's governing board and
(2) it is able to impose its will on that organization or (2) there is a potential for the
organization to provide specific financial benefits to, or impose specific financial burdens
on, the primary government. A potential component unit has a financial benefit or burden
relationship with the primary government if, for example, any one of the following
conditions exists:
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Town of Portsmouth, Rhode Island
Notes to Financial Statements
For the Year Ended June 30, 2018

1. Summary of significant accounting policies (continued):

Reporting Entity (continued)

a) The primary government is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide financial support to, the
organization.

b) The primary government is obligated in some manner for the debt of the
organization.

The following entity was considered for classification as a component unit for fiscal year
2018:
* Portsmouth Water and Fire District

The Portsmouth Water and Fire District is a separate legal entity that appoints its own
board members, sets its own billing rates and is not fiscally dependent upon the Town of
Portsmouth. As a result, the Portsmouth Water and Fire District has not been included
as a component unit.

The Town of Portsmouth does not have any component units.

Basis of presentation:
Government-wide financial statements:

The statement of net position and statement of activities display information about the
Town as a whole and distinguish between governmental and business-type activities. They
include all funds of the Town except for fiduciary funds. Governmental activities generally
are financed through taxes, intergovernmental revenues and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees charged to external parties
for goods or services.

The statement of activities presents a comparison between expenses and program revenue for
each function of the Town’s governmental activities. Program revenues include a) fees, fines
and charges paid by the recipients of goods or services offered by the programs and b) grants
and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, including all taxes,
are presented as general revenues.
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Town of Portsmouth, Rhode Island
Notes to Financial Statements
For the Year Ended June 30, 2018

1.

Summary of significant accounting policies (continued):
Basis of presentation (continued):
Fund financial statements:

Fund financial statements of the Town are organized into funds, each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of
self-balancing accounts which constitute its assets, liabilities, fund equity, revenues, and
expenditures. Funds are organized into three major categories: governmental, proprietary
and fiduciary. An emphasis is placed on major funds, each displayed in a separate column.
A fund is considered major if it is the primary operating fund of the Town or meets both of
the following criteria:

(@) Total assets plus deferred outflows of resources, liabilities plus deferred inflows of
resources, revenues, or expenditures/expenses of that individual governmental or
enterprise fund are at least ten percent (10%) of the corresponding total for all
funds of that category or type; and

(b) Total assets plus deferred outflows of resources, liabilities plus deferred inflows of
resources, revenues, or expenditures/expenses of that individual governmental
fund or enterprise fund are at least five percent (5%) of the corresponding total
for all governmental and enterprise funds combined.

All remaining governmental and enterprise funds are aggregated and reported as non-major
funds.

Fund types used by the Town and a description of the funds comprising each are as follows:
Governmental funds:

Governmental funds are used to account for operations that supply basic
government services.
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Town of Portsmouth, Rhode Island
Notes to Financial Statements
For the Year Ended June 30, 2018

1.

Summary of significant accounting policies (continued):
Basis of presentation (continued):
Fund financial statements (continued):
Governmental funds (continued):

The Town uses the following governmental funds:

General Fund:

The General Fund is the primary operating fund of the Town and is always classified
as a major fund. It is used to account for and report all activities except those legally
or administratively required to be accounted for in other funds.

Special revenue funds:

Special revenue funds are used to account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditures for specific purposes
other than debt service or capital projects. The Town’s major special revenue fund is
the School Department, which provides primary education to the Town’s children.

Capital projects funds:

Capital projects funds are used to account for and report financial resources that are
restricted, committed, or assigned for the acquisition or construction of specific capital
projects or items. The Town’s Capital Projects Fund is a major fund.

Permanent funds:

Permanent funds account for and report assets held by the Town where the principal

portion of this fund type must remain intact, but the earnings may be used to achieve
the objectives of the fund. The Town’s permanent funds are all non-major funds.

Proprietary funds:

Proprietary funds are used to account for business-like activities provided to the
general public (enterprise funds) or within the government (internal service funds).
These activities are financed primarily by user charges and the measurement of
financial activity focuses on net income measurement similar to the private sector.
Of the Town’s four enterprise funds, the Sewer Fund and the Parks and Recreation
Fund are major funds. The Town has no internal service funds.
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Town of Portsmouth, Rhode Island
Notes to Financial Statements
For the Year Ended June 30, 2018

1.

Summary of significant accounting policies (continued):
Basis of presentation (continued):
Fund financial statements (continued):

Fiduciary funds:

Fiduciary funds are used to report assets held by the Town in a trustee or agency capacity
and, therefore, cannot be used to support the Town’s own programs. The following
fiduciary funds are used by the Town:

Pension trusts:

Pension trust funds account for contributions made by the Town and its participating
employees to provide retirement benefits to participating employees.

Other postemployment benefits (OPEB) trust:

The OPEB Trust fund accounts for contributions made by the Town and its
participating employees to provide postemployment benefits (health insurance) to
participating employees.

Private purpose trust:

The Town’s private purpose trust accounts for resources legally held in trust for use by
an outside committee to provide awards and scholarships in accordance with a donor’s
instructions. All resources of the fund, including any earnings on investments, may be
used. There is no requirement that any portion of these resources be preserved as
capital.

Agency:

Agency funds are established when the Town holds assets in custody for others in an
agency capacity. The reporting entity includes ten agency funds (Soil Fund, GMH
Deposit Fund, Road Bond, Glen Park Damage Deposit Fund, City Clerk Restoration
Fund, Prescott Point Fund and four Student Activities funds).
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Town of Portsmouth, Rhode Island

Notes to Financial Statements
For the Year Ended June 30, 2018

Summary of significant accounting policies (continued):

Basis of presentation (continued):

Major and Non-Major Funds

The funds are further classified as major or non-major as follows:

Major:
General Fund

Town Capital Project Fund

Proprietary Funds:
School Cafeteria Fund

Transfer Station Fund

Wind Turbine Generator Fund

Summer School Fund

Septic System Loan Program

Brief Description:

See description on page 44.

Accounts for the Town's acquisition or
construction of specific capital projects. This
fund did not meet the criteria for reporting as
a major fund. However, management elected

to present the fund as a major fund.

Accounts for the operation of the school
breakfast and lunch program of the School

Department.

Accounts for the Town's transfer station
operations. This fund did not meet the
criteria for reporting as a major fund.
However, management elected to present
the fund as a major fund.

Accounts for the operation of the Town’s
wind turbine generator.

Accounts for the operation of the summer
school program of the School
Department. This fund did not meet the
criteria for reporting as a major fund.
However, management elected to present
the fund as a major fund.

Accounts for activity related to the
Town's septic system loan program. This
fund did not meet the criteria for
reporting as a major fund. However,
management elected to present the fund
as a major fund.
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Town of Portsmouth, Rhode Island

Notes to Financial Statements
For the Year Ended June 30, 2018

1.  Summary of significant accounting policies (continued):

Basis of presentation (continued):

Major and Non-Major Funds (continued)

Brief Description:

Major (continued):

Proprietary Funds (continued):

Glen Farm Equestrian Accounts for activity related to the
Town's Glen Farm Equestrian fund.
This fund did not meet the criteria for
reporting as a major fund. However,
management elected to present the fund
as a major fund.

Non-major:

Special Revenue Funds: The Town currently maintains fifty (50)
special revenue funds and the School
maintains  twenty-six  (26)  special
revenue funds which have been classified
as non-major governmental funds.

Capital Project Funds: The Town of Portsmouth currently
maintains ten (10) capital project funds
and the School maintains three (3)
capital project funds which have been
classified as non-major governmental
funds.

Permanent Funds: The Town of Portsmouth currently
maintains two (2) permanent Funds
which have been classified as non-
major governmental funds.

Measurement focus and basis of accounting:

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.
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Town of Portsmouth, Rhode Island
Notes to Financial Statements
For the Year Ended June 30, 2018

1.

Summary of significant accounting policies (continued):
Basis of presentation (continued):

Measurement focus and basis of accounting (continued):

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
when they are susceptible to accrual. Susceptibility occurs when revenues are both
measurable and available for liquidating liabilities of the current period. “Measurable”
means the amount of the transaction can be determined and “available” means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the
current period (sixty days). Expenditures, including capital outlays, are recognized when
a liability has been incurred, except for those involving debt service and other long-term
obligations that are recognized when paid.

Those revenues susceptible to accrual are property taxes, special assessments, federal
impact aid, state aid, meals and hotel taxes collected by the State of Rhode Island (the
State) on behalf of the Town, interest and charges for services. Fines, licenses and permit
revenues are not susceptible to accrual because generally they are not measurable until
received in cash; therefore, they are recognized when received.

Recognition of grant revenues is based on the susceptibility of accrual as determined by
the legal and contractual requirements established by each grantor. For grants not
restrictive as to specific purposes and revocable only for failure to comply with general
prescribed requirements, revenues are recognized when actually received. Where
expenditure is the prime factor in determining eligibility, grant revenue is recognized as
allowable expenditures are made provided they are collected during the year or within 60
days subsequent to year-end. Prior to expenditure, proceeds are recorded as unearned
revenues.

Amounts reported as program revenues include: 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are reported as general revenues
rather than program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. The Town currently maintains six enterprise funds (School Cafeteria
Fund, Transfer Station Fund, Wind Turbine Generator Fund, Summer School Fund, Septic
System Loan Program and Glen Farm Equistrian). The Town currently does not have
Internal Service Funds. Operating expenses for the proprietary funds include the cost of
programs and services, administrative expenses and depreciation of capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues
and expenses.
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1.  Summary of significant accounting policies (continued):
Basis of presentation (continued):
Measurement focus and basis of accounting (continued):

When both restricted and unrestricted resources are available for use, it is the Town’s policy to use
restricted resources first, and then unrestricted resources as they are needed.

Cash and cash equivalents:

Cash and cash equivalents consist of cash on hand, time and demand deposits and short-term
investments maturing within three months from the date of acquisition.

Cash and cash equivalents consist of cash on hand, time and demand deposits and all highly liquid
investments with a maturity of three months or less when purchased. Under Rhode Island laws,
depository institutions holding deposits of the State, its agencies or governmental subdivision of the
State, must insure or pledge eligible collateral equal to 100% of the deposits maturing in greaterthan
sixty days. Any institutions not meeting certain federally prescribed minimum capital standards must
insure deposits or pledged collateral equal to 100% of the deposits, regardless of maturities. The
Town complied with these requirements. The Town does not have a deposit policy for custodial credit
risk or otherrisk.

Investments:

Investments are reported at fair value, based on quotations from applicable national securities
exchanges. Fair value is defined as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. Unrealized
gains and losses from changes in fair value are recognized as investment income. The State does not
have pertinent laws regarding investments that apply to cities and towns. The Town does not have an
investment policy for custodial credit risk or other risks other than those relating to its pension trust
fund and OPEB trust fund (Managed Funds). The Town's Pension/OPEB Trust Fund Investment
Advisory Committee is responsible for the supervision of the investment of the Town's Managed
Funds investments with the objective of preserving capital and investing with care to minimize the
risk of large losses.
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1.  Summary of significant accounting policies (continued):
Basis of presentation (continued):
Measurement focus and basis of accounting (continued):

Real Estate and Personal Property Taxes:

For the Government-wide financial statements, property taxes are recognized as revenue in the
fiscal year they are levied. For the fund financial statements, property taxes are recognized as
revenue in the fiscal year they are levied and become available. To be considered available, property
taxes must be due and collected during the year or within 60 days subsequent to year-end. Property
taxes not considered available are reported as deferred inflows. Taxes are levied in July on (a) one
hundred percent of the full and fair value of real and tangible personal property owned within the
Town the previous December 31; and, (b) the value, as determined by the Rhode Island Vehicle
Valuation Commission, of vehicles registered within the Town the previous calendar year, prorated
for the actual number of days so registered.

Taxes levied in July are payable quarterly on September 1, December 1, March 1 and June 1. Failure
to make payments on the prior year's assessment by mid-March will result in a lien on the taxpayer's
property. Real estate and personal property tax are shown net of an allowance for uncollectible
accounts. The allowance is calculated based on the age of the individual receivables and amounted
to $435,652 at June 30, 2018 in the governmental statement and statement of net position,
respectively.

Rhode Island general laws restrict the Town's ability to increase its total tax levy by more than
4.00% over that of the preceding fiscal year.

Due from Federal and State Government:

Various federal and state grants for operating and capital purposes are applied for and received
annually. For non-expenditure driven grants, receivables are recorded as soon as all eligibility
requirements imposed by the provider have been met. For expenditure driven grants, receivables
are recorded when the qualifying expenditures are incurred and all other grant requirements are
met.

These receivables are considered 100% collectible and, therefore, do not report an allowance for
uncollectible amounts.

Short term Interfund Receivables and Payables:

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as "due from other
funds™ or "due to other funds"” on the governmental funds balance sheet. These internal balances
are eliminated in the Government-wide statement of net position.
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1. Summary of significant accounting policies (continued):
Basis of presentation (continued):

Measurement focus and basis of accounting (continued):

Inventory and prepaid items:

Inventory reported in the Town's general fund is maintained on a perpetual system and is
stated at cost (first in, first out method of inventory valuation). Inventory is generally recorded
as expenditures/expenses when consumed. Prepaid items are expenditures paid prior to year
end that relate directly to a future period and therefore are not considered current year
expenditures / expenses.

Capital assets and depreciation:

Capital assets are reported in the statement of net position in the Government-wide financial
statements. Capital assets acquired by governmental funds are reported as capital outlay
expenditures.

Capital assets are defined by the Town as assets with an initial, individual cost of $5,000 or
more and an estimated useful life in excess of one year. All capital assets are valued at historical
cost or estimated historical cost. Donated capital assets, donated works of art and similar items,
and capital assets received in a service concession arrangement are recorded at acquisition value
rather than fair. Net interest costs related to construction projects are capitalized during the
construction period. Such costs were not incurred during fiscal 2018. The cost of normal
maintenance and repairs that do not add to the value of assets or materially extend assets' lives
are not included in capital assets. Depreciation of all exhaustible capital assets is recorded as an
allocated expense in the Government-wide statement of activities, with accumulated
depreciation reflected in the statement of net position. Depreciation is provided over the assets'
estimated useful lives using the straight line method.

The estimated useful lives by type of capital asset are as follows:

Years
Land improvements 20
Buildings and improvements 10-50
Machinery & equipment 4-20
Construction equipment 10
Infrastructure 10-50
Motor vehicles 6-20
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1. Summary of significant accounting policies (continued):
Basis of presentation (continued):

Measurement focus and basis of accounting (continued):

Bond Premiums and Issuance Costs:

In the governmental funds, bond premiums and issuance costs are treated as period costs
in the year the bonds are issued. Bond issuance costs are included in debt service
expenditures and bond premiums are reflected as other financing sources in the
governmental funds financial statements. Bond premiums are reported as other financing
sources while discounts are reported as other financing uses.

In the Government-wide statement of net position, bond premiums are deferred and
amortized over the term of the bonds using the straight-line method. Bond premiums are
presented as an addition to the face amount of the bonds payable.

Deferred inflows and outflows of resources:

Deferred inflows of resources represent the acquisition of net assets that is applicable to a future
reporting period. Deferred outflows of resources represent the consumption of net assets that
is applicable to a future reporting period.

In addition to assets, the statement of net position and/or balance sheet can report deferred
outflows of resources. Deferred outflow of resources represents a consumption of net position
that apply to a future period and which will not be recognized as an outflow of resources
(expense/expenditure) until that later date. At June 30, 2018 the Town of Portsmouth, Rhode
Island reports deferred outflows related to pension, OPEB, and deferred charges on refunding
in the Government-wide statement of net position. The deferred outflow of resources related to
pension totaling $10,888,479 results from differences between expected and actual experience,
changes in assumptions or other inputs. These amounts are deferred and included in pension
expense in a systematic and rational manner over a period equal to the average of the expected
remaining service lives of all employees th